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BRANCH BANKING IN THE UNITED STATES, 1939 AND 1949
1
The purpose of this article and related tabula-
tions is to make available for public use information
obtained from branch bank reports of condition
submitted to the banking supervisory agencies as
of June 30, 1949. This is the first time such re-
ports have been collected since before the war.
Branch banking in the United States has been
shaped to a large extent by Federal and State laws.
2
Establishment of branches is prohibited altogether
in some States, and in a number of States branches
are operated in limited areas or under restricted
conditions. These legal restrictions have resulted
in wide variations in the characteristics of branch
banking among the various States and in a pre-
dominance of a limited or modified form of branch
banking. Over 70 per cent of the commercial banks
that operate branches have only one or two branches,
and 94 per cent of these banks operate branches
only within the head-office county or counties con-
tiguous to it. A few large State-wide branch sys-
tems, however, play a prominent part in commer-
cial banking within their respective areas.
About one-tenth of the commercial banks (i.e., all
banks other than mutual savings banks) in the
United States operated branches on June 30, 1949.
3
These 1,162 banks, together with their 4,386
branches, accounted for about 30 per cent of all com-
mercial banking offices on that date, compared to
1 This article was prepared by Paul F. Smith of the Board's
Division of Bank Operations under the direction of J. E.
Horbett, Assistant Director of the Division. It is based
largely on branch reports of condition obtained as of June
30, 1949 by the Comptroller of the Currency, the Federal
Deposit Insurance Corporation, and the Board of Governors
of the Federal Reserve System. Tabulations by State, class
of bank, and other classifications, prepared at the Board's
offices, are included in the statistical section of this BULLETIN,
pp. 896-906. For additional branch banking statistics
other than those periodically published in the BULLETIN, see
BULLETINS for September 1941, pp. 882-85; May 1948, pp.
505-15; and Banking and Monetary Statistics, pp. 294-311.
2 The Board's latest digest of State laws pertaining to
branch banking appears in the Federal Reserve BULLETIN
for October 1939, pp. 851-70.
3 Banking facilities operated at the request of the Treasury
at military reservations and other Government establish-
ments were not included as branches in this study. This
study, however, covers all other branches or additional offices
within the meaning of Section 5155 U.S.R.S., which defines
the term "branch" as "any branch bank, branch office,
branch agency, additional office, or any branch place of busi-
ness ... at which deposits are received, or checks paid,
or money lent."
25 per cent in 1939. The percentage growth since
1939 reflected a decline in the number of commer-
cial banks, an increase of 223 in the number of
banks operating branches, and an increase of 889
branches. The growth in branches was fairly evenly
distributed between head-office cities and other
localities, although it was larger outside these cities
than within. This distribution was a change from
the growth pattern of 1933 through 1939, when a
slight decline of branches within head-office cities
was more than offset by an increase outside these
cities.
The growth in the numerical importance of
branch banking was accompanied by an increase
in the proportion of commercial bank deposits held
by branch banking systems in nearly ail of the
States that permit branch banking. For the coun-
try as a whole, the proportion of commercial bank
deposits held by branch banking systems declined
slightly from 1939, reflecting a somewhat larger
relative growth of deposits of commercial banks in,
States where all or the greater portion of deposits
are held by single-office banks.
Geographic distribution of commercial branch
banking. The geographic distribution of branch
banking has changed relatively little since 1939.
The increase in both the number of banks operating
branches and the number of branches from 1939 to
1949 was widely distributed among the States per-
mitting branch banking. New York and Pennsyl-
vania had the largest increases (19 and 16 respec-
tively) in the number of banks operating branches.
These two States also led the increases (91 and 71
respectively) in the number of branches.
In nearly all States that permit branch bank-
ing there was an increase in the proportion of
commercial bank deposits held by branch sys-
tems. Five States (Arizona, Mississippi, New
Mexico, North Carolina, and Tennessee) showed
increases of more than 20 percentage points in
the proportion of deposits held by branch sys-
tems. In three of these States (Arizona, North
Carolina, and Tennessee) banks operating branches
held a substantial proportion of the deposits of com-
mercial banks in 1939. In New Mexico and Missis-
sippi only 8 and 14 per cent of commercial bank
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deposits were held by branch systems in 1939 as
compared to 32 and 35 per cent in 1949. The largest
proportion of the growth in Arizona and North
Carolina was due to the expansion of branch sys-
tems that were in existence in 1939, while in Missis-
sippi, New Mexico, and Tennessee the growth was
primarily the result of the establishment of branches
by unit banks. Georgia, with a decrease of 9 per-
centage points, showed the largest decline. The
proportion of all commercial bank deposits held by
branch systems in individual States on June 30,
1949, is shown in the map at the top of page 821
and in the table on page 900.
Area of operation of individual branch systems.
Largely as the result of Federal and State regula-
tions governing the establishment of branches, the
area covered by individual branch systems is typi-
cally small. On June 30, 1949, 73 per cent of the
commercial banks operating branches had branches
outside of the head-office city, but only 6 per cent
had branches outside counties contiguous to the
head-office county. All branches were located in
the same State as the head office with the excep-
tion of six branches that were established long be-
fore the enactment of the present laws. Eighty-
three per cent of all commercial branch systems
operated branches in only one^ county; of the re-
mainder, one system operated in 56 counties and
the others operated in from 2 to 25 counties. The
distribution of commercial banks according to the
number of counties in which they operated branches
is as follows:
Banks operating Banks operating
branches branches
1 county 969 11 counties 5
2 counties 111 12 counties 1
3 counties 26 13 counties 2






10 counties 2 56 counties 1
Although the distribution of branch systems
according to the area in which they operate has
changed little in the past 10 years, there has been
a slight increase in the proportion of branches out-
side head-office cities. These branches increased
from 54 per cent of all branches in 1939 to 57 per
cent in 1949.
Of the 23 States that had branches in counties





had 9 or more of such branches. However, in most
of these 11 States, as shown in the lower map on
page 821, this type of branch system held a substan-
tial proportion of the commercial bank deposits of
the State.
Characteristics of commercial branch banking.
The average branch banking system, described as
a composite of various medians, had its head office
in a city of 10,000-50,000 population, operated only
one branch, and had deposits of 5-10 million dollars
in 1949, most of which were held at the head office.
About 55 per cent or 645 of the commercial banks
operating branches had only one branch each; an
additional 18 per cent or 209 banks had only two
branches. In contrast, eight banks operated more
than 50 branches each, including one with 519
branches. Four of these large systems were located
in New York City and one operated branches only
in Cleveland and contiguous counties. The other
three (two in San Francisco and one in Los An-
geles) were so-called State-wide systems. The com-
bined deposits of these eight branch banking sys-
tems exceeded the combined deposits of the 854
banks operating only one or two branches.
The median branch system (the middlemost sys-
tem when all systems were arranged by size of de-
posits), with deposits of 5-10 million dollars, fell
between the extremes of 22 branch systems with de-
posits of less than a million dollars and 16 branch
systems with deposits of nearly a billion dollars or
more. Nine of these large systems were located
in New York City, two in San Francisco, and one
each in Boston, Cleveland, Detroit, Los Angeles,
and Pittsburgh. The branch operations of all but
five of these 16 large systems were confined pri-
marily to the head-office city, and five of them had
less than 10 branches. The size of some of these
large banks was to a large extent dependent on
factors other than branch operation.
In most branch systems the head office carried
the largest share of the system's deposits. However,
147 branch systems had a larger proportion of their
total deposits at branches than at the head office,
and 86 systems had more than half of their de-
posits at branches outside the head-office city.
The size of branches varied widely when classi-
fied by amount of deposits held. The range ex-
tended from 90 branches with deposits of less than
$250,000 each to 18 branches with deposits of more
than 100 million dollars each. Nine of these large
JULY 1950 819
Federal Reserve Bulletin: July 1950BRANCH BANKING IN THE UNITED STATES, 1939 AND 1949
branches were in New York City and the others
were distributed among five other large cities. The
median branch, excluding those not reporting sepa-
rate deposits, had deposits of 2-5 million dollars.
The head offices of branch systems were located
in cities of all sizes, ranging from less than 500 in
population (99 head offices) to more than 500,000
population (134 head offices). Most of the branches
outside head-office cities were located in small places;
more than half or 1,300 were in places of less than
2,500 population, and only 97 were in cities of more
than 500,000 population (nearly all of these were
in Los Angeles).
Approximately three-fifths of all commercial bank
branches in existence on June 30, 1949 had been
established de novo (by the present or a predecessor
parent bank). The remainder were established by
conversion of a bank into a branch following its
consolidation or absorption. About 67 per cent of
the branches in the head-office county and counties
contiguous to it were established de novo. In non-
contiguous counties, on the other hand, about 57
per cent of the branches were established by con-
version of banks.
Loans and cash assets of branch banking systems.
Ratios of loans to deposits, cash assets to deposits,
and real-estate loans to total loans are shown in the
accompanying table for unit banks, branch banking
systems, and out-of-town branches.
4 These ratios for
branch systems and branches are not equally repre-
sentative of all regions, due to the wide variations in
the kind and extent of development of branch bank-
ing. However, State-by-State comparisons covering
branch systems and all insured commercial banks
indicate that the ratios, by size of bank or branch,
are fairly comparable, particularly for the intermedi-
ate size groups which comprehend most banks and
branches.
On June 30, 1949, as the table indicates, (1) the
ratio of loans to deposits was higher for banks
operating branches than for unit banks in all size
groups; (2) the ratio of real-estate loans to total
loans was higher for banks operating branches than
for unit banks in all but one size group, although
the differences were small in most cases; and (3)
the ratio of cash assets to total deposits was lower
for banks operating branches than for unit banks
in all size groups.
Differences in accounting practices limit some-
what the comparability and value of asset and
liability data reported by branches. Many branch
* These ratios relate to insured commercial banks only,
since some data are not available for noninsured banks.
COMPARISON OF SELECTED RATIOS FOR BANKS WITHOUT BRANCHES AND BANKS OPERATING BRANCHES, JUNE 30, 1949
ALL INSURED COMMERCIAL BANKS
Size group of bank or branch
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1 Ratio for branches omitted because of lack of comparability with cash assets of unit banks.
2 Ratio for head office and all branches.
3 Each branch was classified separately according to the size of its own deposits.
4 Omitted because classification included only four branches.
5 The ratio 8.1 reflects the relatively small proportion of real-estate loans held by big city banks without branches. The ratio 20.5
includes both city and State-wide branch systems; the corresponding ratio for head-office-city branch systems is 5.9, and for branch systems
operating outside head-office cities 34.8.
NOTE.—The ratios for the small and the large size groups of branch-operating banks and branches are based on relatively small
numbers of banks and branches; consequently, they do not provide as reliable comparisons as do the ratios for the intermediate groups.
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PERCENTAGE OF TOTAL DEPOSITS OF ALL COMMERCIAL BANKS
HELD BY ALL COMMERCIAL BRANCH SYSTEMS
JUNE 30, 1949
HELD BY BANKS WITH BRANCHES IN NONCONTIGUOUS COUNTIES
JUNE 30, 1949
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systems use completely centralized accounting and
keep no separate books at the branches; some sys-
tems centralize checking deposits at the head office
but carry other accounts at the branches; and all
but a relatively small amount of investments are
centralized. As a result of these variations, the
ratios for branches are not entirely comparable to
those of unit banks or to the branch system totals.
However, allowing for these factors, the ratio of
loans to deposits was higher at branches outside
head-office cities than at banks without branches
for all but the smaller size groups, and the ratio of
real-estate loans to total loans was higher at such
branches in all size groups.
Branches of mutual savings banks. Mutual savings
banks that operated branches on June 30, 1949 held
a substantial proportion of the deposits of such
banks in nearly all of the 12 States in which they
operated. However, only New York and Massa-
chusetts, the leading mutual savings bank States,
had more than four branch systems. New York
had 54 branch-operating mutual savings banks with
90 branches and Massachusetts had 31 such banks
with 40 branches.
All but three of the States with mutual savings
branch systems showed an increase since 1939 in the
proportion of deposits held by branch systems.
These changes resulted in an increase from 47 per
cent in 1939 to 60 per cent in 1949 for the country
as a whole. The relatively large proportion of
mutual savings deposits held by branch systems
reflects to a large extent the fact that most mutual
savings banks are located in States that permit
branch banking.
As in the case of many of the commercial bank
branch systems, the mutual savings branch systems
operated in restricted areas. All of the branches
of mutual savings banks were located in the head-
office county or counties contiguous to it, and only
16 per cent of the branches were located outside
head-office cities.
Additional data on branches of mutual savings
banks appears in the statistical tables on pages
896 and 906.
Offices at military reservations. At the request of
the United States Treasury, a number of banks
operate offices at military reservations and certain
other Government establishments. These offices
serve primarily as paying and deposit stations, as
do many ordinary branches. They have not, how-
ever, been included in the tabulation of branches,
because of their different legal status and the nature
of their origin. On June 30, 1949, there were 66
banks operating 88 offices at various Government
establishments; half of these banks operated no
branches.
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